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(ii) The initiation of an allotment is
voluntary (See Volume 7a, Chapter 42,
Section 4202 of The DoD Financial
Management Regulation (7200.14-R)).
Thus, DoD personnel generally cannot
be required to initiate an allotment for
the repayment of a loan. Allotments
voluntarily established by DoD per-
sonnel for the purpose of repaying a
loan or otherwise providing funds to an
on-base financial institution shall con-
tinue in effect at the option of the al-
lotter.

(6) In accordance with sound lending
practice, policies on loans to individ-
uals are expected to be as liberal as
feasible while remaining consistent
with the overall interests of the on-
base financial institution. On-base fi-
nancial institutions shall conform to
the Standards of Fairness principles
before executing loan or credit agree-
ments. See DoD Directive 1344.9.

(7) On-base financial institutions
shall make basic financial education
and counseling services available with-
out charge to individuals seeking these
services. Financial education and coun-
seling services refer to basic personal
and family finances such as budgeting,
checkbook balancing and account rec-
onciliation, benefits of savings, pru-
dent use of credit, how to start a sav-
ings program, how to shop and apply
for credit, and the consequences of ex-
cessive credit. DoD personnel in junior
enlisted or civilian grades, or newly
married couples who apply for loans,
shall be given special attention and
counseling.

(8) On-base financial institutions
must strive to provide the best service
to all customers. On-base financial in-
stitutions that evidence a policy of dis-
crimination in their services are in vio-
lation of this part. In resolving com-
plaints of discrimination, use the pro-
cedures specified in §231.5(h)(8).

(9) All correspondence regarding on-
base financial institutions, and ques-
tions concerning their operation that
cannot be resolved locally, shall be re-
ferred through command channels to
the Secretary of the Military Depart-
ment concerned (or designee) for con-
sideration.
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§231.5 Procedures—domestic banks.

(a) General policy. Given their role in
promoting morale and welfare, on-base
banks shall be recognized and assisted
by DoD Components at all levels.

(b) Establishment. (1) The following in-
formation shall be included in the in-
stallation commander’s request to the
Secretary of the Military Department
concerned (or designee) for establish-
ment of banking offices:

(i) The approximate number of DoD
personnel at the installation, and other
persons who may be authorized to use
the banking office.

(ii) The distance between the instal-
lation and the financial institutions in
the vicinity, and the names of those in-
stitutions.

(iii) Available transportation be-
tween the installation and the finan-
cial institutions listed in paragraph
(b)(1)(ii) of this section.

(iv) The number of DoD personnel in
duty assignments that confine them to
the installation or who cannot obtain
transportation (such as hospital pa-
tients).

(v) The name and location of the de-
positary used to make official deposits
for credit to the TGA.

(vi) A list of organizational and non-
appropriated fund accounts, the name
and location of the financial institu-
tions where deposited, and the average
daily activity and balance of each ac-
count.

(vii) A written description and photo-
graphs of the space proposed for bank-
ing office use.

(viii) A statement listing the require-
ments of the proposed banking office
for safes and a vault, alarm systems,
and surveillance equipment, when nec-
essary.

(ix) Reasons for use of space con-
trolled by the General Services Admin-
istration (GSA). All the GSA assigned
space, whether leased space or federal
office building space, is reimbursable
to the GSA at the standard level user
charge. As such, space occupied by a
banking office to serve military needs
will be assigned and charged by the
GSA.

(x) Any other information pertinent
to the establishment of a banking of-
fice.
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(2) The Secretary of the Military De-
partments (or designee) shall:

(i) Review each request for the estab-
lishment of banking offices.

(ii) Conduct a solicitation for the
services when warranted.

(iii) Approve proposals for banking
offices.

(iv) Notify the selected financial in-
stitution either directly or through the
installation commander. The selected
banking institution will, in turn, ob-
tain operating authority from their
regulating agencies.

(v) Forward proposals to establish
TGAs to the DFAS for subsequent for-
warding to the Fiscal Assistant Sec-
retary of the Treasury in accordance
with Volume 5, Chapter 5, paragraph
050102 of The DoD Financial Manage-
ment Regulation (7000.14-R).

(c) Solicitations. The Secretary of the
Military Department concerned (or
designee), or the installation com-
mander with advice from the cognizant
Secretary of the Military Department
(or designee), shall conduct solicita-
tions to include pre-proposal con-
ferences for on-base banking. Subject
to the criteria for selection outlined in
paragraph (c)(4) of this section the pre-
ferred sources of on-base financial serv-
ices at domestic installations are fed-
erally-insured, state-chartered or fed-
erally-insured, federally-chartered
banking institutions operating in the
local area. The guidance at paragraph
(c)(1) of this section addresses distribu-
tion of the solicitation only and does
not preclude any federally-insured,
state-chartered or federally-insured,
federally-chartered banking institution
from responding at any stage (from
local distribution in paragraph (c¢)(1)(i)
of this section to publication in the
Commerce Business Daily and financial
institution trade journals as outlined
in paragraph (c)(1)(iii) of this section of
the solicitation process. No commit-
ment may be made to any banking in-
stitution regarding its proposal until a
designation is made by the appropriate
regulatory agency.

(1) Solicitations for banking services
shall be accomplished in the following
order:

(i) Solicitation letters will be sent to
local banking institutions and a solici-
tation announcement will be published
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in the local newspaper(s) and forwarded
to financial institution associations.

(ii) If the Secretary of the Military
Department concerned (or designee) or,
where delegated, the installation com-
mander, determines that the geo-
graphic scope of the solicitation needs
to be expanded, a prospectus will be
forwarded to financial institutions in a
larger geographic area, as well as fi-
nancial institution associations and
regulatory authorities in the state
where the installation is located.

(iii) If the Secretary of the Military
Department concerned (or designee) or,
where delegated, the installation com-
mander, determines that the geo-
graphic scope of the solicitation needs
to be expanded further, the prospectus
will be published in the Commerce
Business Daily and financial institu-
tion trade journals.

(2) For solicitations conducted at the
installation 1level, the installation
commander shall review proposals to
establish banking offices, select the
banking institution making the best
offer and forward a recommendation to
the Secretary of the Military Depart-
ment concerned (or designee) for final
approval.

(3) Banking institutions shall not be
coerced when banking arrangements
are under consideration or after bank-
ing offices are established. If otherwise
proper, this prohibition does not pre-
clude:

(i) Discussions with banking institu-
tions prior to submitting a proposal for
a new banking office.

(ii) Helping banking offices extend
their operations in support of an in-
stallation requirement.

(iii) Discussions with banking insti-
tutions to improve services or to create
savings for the banking institution or
DoD personnel.

(iv) Seeking proposals for banking
service as directed by the Secretary of
the Military Department concerned (or
designee).

(v) Negotiations preparatory to sign-
ing a banking agreement.

(4) When soliciting for banking serv-
ices, proposals shall be evaluated on
specific factors identified in the solici-
tation. These factors, at a minimum,
shall be predicated on the services to
be provided as outlined in appendix A,
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paragraph 3, of this part, the financial
institution’s schedule of service fees
and charges, and the extent of
logistical support required. Prior to
issuance of the solicitation, the pre-
paring office shall identify (for internal
use during the subsequent evaluation
period) the weights to be applied to the
factors reflected in the solicitation.
Proposals shall be evaluated and ulti-
mate selection made based upon the
factors and weights developed for the
solicitation.

(5) The Secretary of the Military De-
partment concerned (or designee), or
the installation commander with ad-
vice from the cognizant Secretary of
the Military Department (or designee),
shall make the selection of the bank-
ing institution based on the provisions
outlined in this section.

(d) Terminations. (1) Requests for ter-
mination of financial services shall be
approved by the installation com-
mander, substantiated by sufficient
evidence and forwarded to the Sec-
retary of the Military Department con-
cerned (or designee). The termination
of banking office operations shall be
initiated by the installation com-
mander only under one of the following
conditions:

(i) The mission of the installation
has changed, or is scheduled to be
changed, thereby eliminating or sub-
stantially reducing the requirement for
financial services.

(ii) Active military operations pre-
vent continuation of on-base financial
services.

(iii) Performance of the banking of-
fice in providing services is not satis-
factory according to standards ordi-
narily associated with the financial
services industry or is inconsistent
with the operating agreements or the
procedures prescribed herein.

(iv) When merger, acquisition,
change of control or other action re-
sults in violation of the terms and con-
ditions of the existing operating agree-
ment, the Secretary of the Military De-
partment (or designee) shall terminate
the operating agreement with the ex-
isting banking institution. When the
merger, acquisition, change of control
or other action does not result in viola-
tion of the terms and conditions of the
existing operating agreement, the Sec-
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retary of the Military Department (or
designee) shall initiate a novation ac-
tion of the operating agreement identi-
fying the change in control.

(2) The installation commander shall
forward requests for termination to the
Secretary of the Military Department
concerned (or designee). The Secretary
of the Military Department (or des-
ignee) shall coordinate all termination
actions with the USD(C), through the
Director, DFAS, before notification to
the appropriate regulatory agency.
Subsequent to this coordination proc-
ess:

(i) The Secretary of the Military De-
partment (or designee) shall inform the
regulatory agency of the action.

(ii) The installation commander shall
revoke the authority of the financial
institution to operate. The lease will
be terminated.

(3) Any banking office that intends to
terminate its operations should notify
the installation commander at least 180
days before the closing date. This noti-
fication should precede any public an-
nouncement of the planned closure.
When appropriate, the commander
shall attempt to negotiate an agree-
ment permitting the banking office to
continue operations until the installa-
tion has made other arrangements. Im-
mediately upon notification of a clos-
ing, the commander shall advise the
DoD Component headquarters con-
cerned. If it is determined that con-
tinuation of banking services is justi-
fied, action to establish another bank-
ing office shall be taken in accordance
with the guidance prescribed herein.

(e) Use of space, logistical support, and
military real Dproperty for domestic
banks.—(1) Lease Terms. (i) The consid-
eration for a lease shall be determined
by appraisal of fair market rental
value in accordance with 10 U.S.C. 2667.
Periodic reappraisals shall be based
upon the fair market rental value ex-
clusive of the improvements made by
the banks.

(ii) The term of the lease shall not
exceed b years except where the bank-
ing institution uses its own funds to
improve existing government space as
outlined in paragraph (e)(5) of this sec-
tion. If space occupied is assigned by
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the GSA, charges to financial institu-
tions for space and services shall be at
the GSA standard level user rate.

(iii) Leases shall include the fol-
lowing provisions:

(A) The government has the right to
terminate the lease due to national
emergency; installation inactivation,
closing, or other disposal action; or de-
fault by the lessee.

(B) The lessee shall provide written
notice 180 days prior to voluntarily ter-
minating the lease.

(C) Upon a lease termination, the
government has the option to cause the
title of all structures and other im-
provements to be conveyed to the
United States without reimbursement,
or require the lessee to remove the im-
provements and restore the land to its
original condition.

(2) Logistical support. (i) The banking
office shall be housed in a building ac-
cessible to DoD personnel on the in-
stallation and in a location permitting
reasonable security.

(ii) Banking institutions shall per-
form all maintenance, repair, improve-
ments, alterations, and construction
on the banking premises.

(iii) Banking institutions shall pay
for all utilities (i.e., electricity, nat-
ural gas or fuel oil, water and sewage),
heating and air conditioning,
intrastation telephone service, and cus-
todial and janitorial services to include
garbage disposal and outdoor mainte-
nance (such as grass cutting and snow
removal) at rates set forth in the lease,
operating agreement or other written
agreement between the installation
and the banking institution.

(3) Leases executed Dbefore the
issuance of this part may not be al-
tered solely as a result of the provi-
sions of this part unless a lessee spe-
cifically requests a renegotiation under
these provisions. No lease may be nego-
tiated or renegotiated, nor may any
rights be waived or surrendered with-
out compensation to the government.

(4) When a banking institution par-
ticipates in the construction of a shop-
ping mall complex the lease shall cover
only land where the banking office
physically is located.

(56) When a banking institution uses
its own funds to improve existing gov-
ernment space, leases, for a period not
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to exceed 25 years subject to periodic
review every 5 years to assess changes
in fair market value, may be nego-
tiated for a period commensurate with
the appraised value of the leasehold
improvements divided by the annual
lease fee.

(f) Land leases. (1) A lease for con-
struction of a building to house a bank-
ing office shall be at the appraised fair
market rental value. Charges shall
apply for the term of the lease not to
exceed 25 years, subject to periodic re-
view every 5 years to assess changes in
fair market value.

(2) If determined to be in the govern-
ment’s interest, an existing lease of
land may be extended prior to expira-
tion of its term. Passage of title to fa-
cilities shall be deferred until all ex-
tensions have expired. Such extensions
shall be for periods not to exceed 5
years with lease payments set at the
appraised fair market rental of the
land only as determined on the date of
each such extension. Banking institu-
tion lessees shall continue to maintain
the premises and pay for utilities and
services furnished.

(3) When, under the terms of a lease,
title to improvements passes to the
government, arrangements mnormally
will be made as follows:

(i) When the square footage involved
exceeds that authorized in DoD 4270.1-
M?9, the banking institution shall be
given first choice to continue occu-
pying the excess space under a lease
that provides for fair market rental for
the land underlying that excess space.

(ii) The charge for continued occu-
pancy of improved space by a banking
office shall be at fair market rental
value only for the associated land. The
lessee shall continue to maintain the
premises and pay the cost of utilities
and services furnished.

(g) Construction. Banks may con-
struct buildings subject to the fol-
lowing provisions:

(1) The building shall be solely for
the use of the banking institution and
may not provide for other commercial
enterprises or government instrumen-
talities.

(2) Construction projects must meet
the criteria in DoD 4270.1-M.

9See footnote 1 to §231.1(a).

480



Office of the Secretary of Defense

(3) Construction projects approval au-
thority. (i) Projects costing $25,000 or
more shall be approved by the Major
Command with an information copy
sent to the Secretary of the Military
Department concerned (or designee).
The Secretary of the Military Depart-
ment (or designee) shall have 30 days to
provide comments to the Major Com-
mand before final approval can be
granted.

(ii) Projects costing less than $25,000,
to include interior alterations and
room or office additions to existing
banking offices, shall be approved by
installation commanders. Copies of ap-
provals, including the identification of
project cost, shall be furnished to the
Secretary of the Military Department
concerned (or designee).

(4) The Congress shall be notified of
all construction projects, using other
than appropriated funds and costing
over $500,000, in accordance with DoD
Instruction 7700.18 10,

(5) Proposals for construction of
structures on installations at a bank-
ing institution’s expense shall be re-
viewed and reported in accordance with
regulations of the Military Department
concerned. The following information
shall be listed to support each pro-
posal:

(i) Number of DoD personnel at the
installation plus others who may use
the banking office.

(i1) Square footage of the proposed
building.

(iii) Land area to be leased to the
banking institution.

(iv) Term of the lease.

(v) Estimated cost of construction.

(vi) Estimated fair market value of
the land to be leased.

(vii) Statement that the banking in-
stitution will be responsible for utility
connections and other utility and
maintenance costs.

(viii) Statement that the building
will be used only for financial services.

(ix) A statement that financial insti-
tution officials understand the poten-
tial loss of the building in the event of
installation closure or other delimiting
condition.

10 See footnote 1 to §231.1(a).
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(x) Justification for a waiver of space
criteria if the building exceeds that
specified in DoD 4270.1-M.

(6) Banks shall pay for interior alter-
ations and maintenance as well as util-
ities, custodial, and other furnished
services.

(7) Banks shall pay all construction
costs.

(h) Bank liaison officer (BLO). Each
installation commander having an on-
base banking office shall appoint a
BLO. The BLO’s name and duty tele-
phone number shall be displayed
prominently at each banking office on
the installation. As appropriate, the
BLO’s responsibility shall be assigned
to comptroller or resource manage-
ment personnel. Employees, officials or
directors of a financial institution may
not serve as BLOs. The BLO shall:

(1) Ensure that the banking institu-
tion operating the banking office has
the latest version of this part.

(2) Ensure that traveler’s checks and
money orders are not being sold by
other on-base organizations when
banking offices are open for business.
Postal units and credit unions, how-
ever, are exempt from this restriction.
Also, ensure that other financial serv-
ices, to include vehicle financing on do-
mestic installations, are offered only
by the banking office.

(3) Attend financial workshops, con-
ferences, and seminars as appropriate.
These gatherings offer excellent oppor-
tunities for personnel of financial in-
stitutions and the Department to im-
prove the military banking program.
Free discussion among the attendees
gives an excellent forum for planning,
developing, and reviewing programs
that improve financial services made
available to DoD personnel and organi-
zations.

(4) Assist, when requested by the
banking office manager or the installa-
tion commander, in locating and col-
lecting from individuals tendering un-
collectable checks, overdrawing ac-
counts, or defaulting on loans (within
the guidelines of subpart C) if not oth-
erwise prohibited by law.

(5) Maintain regular contact with the
banking office manager to confer and
discuss quantitative and qualitative
improvements in the services provided.
In executing this authority, the BLO
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shall not become involved in the inter-
nal operations of the financial institu-
tion.

(6) Review the schedule of service
charges and fees annually, and ensure
that the operating agreement is up-
dated at least every 5 years. Renego-
tiate the financial services offered and
related service charges and fees as nec-
essary.

(7) Assist in resolving customer com-
plaints about banking services.

(8) Assist in resolving complaints of
discrimination with financial services
by the banking institution. If a com-
plaint cannot be resolved, a written re-
quest for investigation shall be for-
warded to the appropriate regulatory
agency. Any such request must docu-
ment the problem and command efforts
taken toward its resolution. Informa-
tion copies of all related correspond-
ence shall be sent through channels to
the Secretary of the Military Depart-
ment concerned (or designee) for trans-
mittal to the DFAS.

(9) Assist the installation commander
to report to the appropriate regulatory
agency any evidence suggesting mal-
practice by banking office personnel.

(i) In-store banking. Under the direc-
tion and approval of the installation
commander, an on-base financial insti-
tution may provide in-store banking
within the premises of a commissary
operated by the Defense Commissary
Agency, a Military Exchange, or any
other on-base retail facility.

(1) Provision of the requested serv-
ices, and any associated stipulations,
shall be documented as an amendment
to the existing operating agreement be-
tween the installation commander and
the on-base financial institution that
will provide in-store services.

(2) The amendment to the operating
agreement shall be drafted through
close coordination between the re-
questing DoD Component representa-
tive, the on-base financial institution
representative, the bank liaison offi-
cer, and the installation commander
(or designee). The final amendment
shall be signed by the installation com-
mander and the on-base financial insti-
tution with the acknowledgement of
the DoD Component that will host the
in-store banking operation.
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(3) The installation commander shall
extend the opportunity to provide the
requested in-store banking services to
all financial institutions located on the
installation. The selection process is
outlined in Appendix B of this part.

(4) Space shall be granted by the in-
stallation commander through a lease
to the banking institution that will
provide in-store service.

(j) Domestic military banking facilities
(MBFs)—(1) Domestic MBF establishment.
(i) Requests to establish MBF's shall be
made only when a need for services
cannot be met by other means. During
mobilization, however, MBFs may be
designated as an emergency measure.

(ii) Installation commanders shall
send requests for an MBF with jus-
tification for its establishment through
the Secretary of the Military Depart-
ment concerned (or designee) to the Di-
rector, DFAS, for coordination with
the Department of the Treasury. The
Department of the Treasury may ap-
prove the designation of an MBF under
provisions of 12 U.S.C. 265.

(iii) MBF operations may begin only
after approval for MBF status is grant-
ed by the Department of the Treasury.

(2) MBF conversion. (i) Where MBFs
exist, installation commanders shall
encourage their conversion to inde-
pendent or branch banks.

(ii) Proposals from the on-base bank-
ing institution to convert an existing
MBF to an independent or branch bank
shall be sent through command chan-
nels to the Secretary of the Military
Department concerned (or designee) for
approval. The Secretary of the Military
Department (or designee) shall forward
the request to the Director, DFAS, for
coordination with the Department of
the Treasury.

(iii) Unsolicited proposals from bank-
ing institutions to establish inde-
pendent or branch banks where an
MBF exists shall be forwarded through
command channels to the Secretary of
the Military Department concerned (or
designee). Each proposal shall be evalu-
ated on its own merits.

(A) The installation commander shall
inform the banking institution oper-
ating the MBF that an unsolicited pro-
posal for a banking office has been re-
ceived and shall offer that incumbent
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institution the opportunity to submit
its own proposal.

(B) Preference to operate an inde-
pendent or branch bank shall be given
to the banking institution that has op-
erated the MBF, provided that the
banking service previously rendered
has been satisfactory and that the in-
stitution’s proposal is adequate.

(3) MBF termination. The Director,
DFAS, shall coordinate the termi-
nation of a financial institution’s au-
thority to operate an MBF with the
Department of the Treasury.

[66 FR 46708, Sept. 7, 2001; 66 FR 54136, Oct. 26,
2001]

§231.6 Procedures—overseas banks.

(a) General provisions of banking serv-
ices overseas. The Department acquires
banking services overseas for use by
authorized persons and organizations
from the following sources:

(1) MBFs operated under contract
and authorized by the pertinent status
of forces agreement, other intergovern-
mental agreements, or host-country
law.

(2) Domestic and foreign banking in-
stitutions located on overseas DoD in-
stallations. Each such institution shall
be:

(i) Chartered to provide financial
services in that country.

(ii) A party to a formal operating
agreement with the installation com-
mander to provide such services.

(iii) Identified, where applicable, in
the status of forces agreements, other
intergovernmental agreements, or
host-country law.

(b) Establishment—(1) Overseas MBFs
operated under contract. Installation or
community commanders requiring
banking services will send a request
through command channels to the Sec-
retary of the Military Department con-
cerned (or designee) for concurrence
and subsequent transmittal to the Di-
rector, DFAS, for approval.

(i) Requests to establish MBF's shall
include, but are not limited to, the fol-
lowing information:

(A) The approximate number of DoD
personnel at the installation and in the
community and any other persons who
may be authorized to use the MBF.

(B) The distance between the instal-
lation and the nearest MBF and credit
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union office, the names; addresses, and
telephone numbers of the operators of
those institutions; and the installa-
tions and communities where they are
located.

(C) The availability of official and
public transportation between the in-
stallation or community and the near-
est MBF and credit union office.

(D) The name and location of the de-
pository used to make official deposits
for credit to the TGA.

(BE) A list of organizational and non-
appropriated fund accounts, the name
and location of the financial institu-
tions where deposited, and the average
daily activity and balance of each ac-
count.

(F) A written description and photo-
graphs or drawings of the space pro-
posed for MBF use. The extent and ap-
proximate cost of required alterations,
including the construction of counters
and teller cages.

(G) A statement that recognizes the
logistical support, including equip-
ment, to be provided by the local com-
mand as detailed in paragraph (c) of
this section. The statement will in-
clude the costs of such equipment and
the manner in which it will be ac-
quired.

(H) In countries where no MBFs cur-
rently are operated under contract, a
statement from the cognizant Combat-
ant Command that the requirement
has been coordinated with the U.S.
Chief of Diplomatic Mission or U.S.
Embassy and that the host country
will permit the operation in accord-
ance with paragraph (c)(1)(i) of this
section.

(I) Any other pertinent information
to justify the establishment of an
MBF.

(ii) As a general rule, MBFs may be
established only when the installation
or community population meets the
following criteria:

(A) Full-time MBF. Except in unusual
circumstances, a total of at least 1,000
permanent military personnel and DoD
civilian employees are necessary to
qualify for a full-time MBF.

(B) Part-time MBF. Except in unusual
circumstances, a total of at least 250
permanent military personnel and DoD
civilian employees are necessary to
qualify for a part time MBF.
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